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PART | - FINANCIAL INFORMATION

ITEM 1. Financiad Statements

STATEMENT OF INCOME (Unaudited)
Millions of dollars, except per share data

Navistar International Corporation
and Consolidated Subsidiaries

Three Months Ended Six Months Ended
April 30 April 30
2002 2001 2002 2001
Sales and revenues
Sales of manufactured products..............ccccceeeeveeneenen. $ 1,602 $ 1,709 $ 2,991 $ 3,142
Finance and inSUrance revenue............ccooveeeieeesiineenns 72 78 149 154
Other INCOME ....coiiiieiieie e 4 17 10 24
Total salesand revenues...........ccceeeeecveeeeenee, 1,678 1804 3,150 3,320
Costsand expenses
Cost of products and services Sold ........veeveeiiveeeennnnee. 1,388 1,495 2,644 2,780
Restructuring adjustment .............ccccoeeveininicieneee, - - (1) -
Postretirement benefits expense..........cccocveviieeiiieene 58 47 116 93
Engineering and research exXpense...........cccoevveeeiineenne 65 65 129 130
Sales, general and administrative expense................... 129 137 263 258
INtErest EXPENSE....cooe i 38 42 78 83
Other EXPENSE......ooieiiiieee et 7 13 18 27
Total costsand expenses........ccccceeeeeeeeeeeccnvnnnen. 1,685 1,799 3,247 3371
Income (loss) before income taxes.......... (7 5 97) (51
Income tax expense (benefit) ................. 3 2 (37 (19
Net iNCOME (10SS)......ccveiveereereeieieie e $ (4 $ 3 $ (60 $_ (32
Earnings (loss) per share
BESC iiiiiiec $ (0.07) $ 005 $ (1000 $ (053
DIlULEd. ... $ (0.07) $ 005 $ (100) $ (053
Average shares outstanding (millions)
BaSC vviiiiece e 60.4 59.5 60.1 59.5
DIilULEd......eeeeceeece e 60.4 59.9 60.1 59.5

See Notesto Financia Statements.
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STATEMENT OF FINANCIAL CONDITION (Unaudited)

Millions of dollars

ASSETS

Current assets
Cash and cash equivalents ...
Marketabl @ SECUNTIES.....ccceveiieseeree e
Receivables, net
[0\ 1 (0TS TR

TOtal CUIMTENE BSSELS ......covceeiesee ettt

Marketable SECUTTIES.......cocciieecceecee e
Finance and other receivables, net.........
Property and equipment, net ...................
Investments and other assets...................
Prepaid and intangibl e pension assets
Deferred tax asset, NEL.........cccveeveeeeeeeeecee ettt

TOLAl ASSELS .
LIABILITIESAND SHAREOWNERS EQUITY

Liabilities

Current liabilities
Notes payable and current maturities of long-term debt ...
Accounts payable, principally trade.......c.c.cooeeevrereerrennennns
Other lHaDIITIES ....vucveeereeeree e seseenenes

Total current [HabIlITIES ..o

Debt: Manufacturing operations...........
Financial services operations

Postretirement benefitsliability..............

Other HHaDIHITIES ...

Total HaDilitIES ... aseees
Commitments and contingencies

Shareowners' equity
Series D convertible junior preference StocK..........ccveneenienennnens
Common stock (75.3 million sharesissued)...........cccovvnenienennne.
Retained earnings (defiCit) ...
Accumulated other comprehensive l0SS........ccveeeeiencnrissessneeenns
Common stock held in treasury, at cost

(14.9 million, 15.9 million and 15.9 million shares held)

Total ShareOWNErs EQUILY ........cccvurerreerereseersererssseeesesssessesenees

Total liabilitiesand shar eowners' equity......ccccovveveererereeererennes

Navistar International Corporation

and Consolidated Subsidiaries

April 30 October 31 April 30
2002 2001 2001
$ 558 $ 822 $ 428

39 41 -

748 917 747

644 644 718

153 145 199

133 167 183
2,275 2,736 2,275
526 222 519

913 1,164 921
1,676 1,669 1,843
201 169 159

277 272 305

867 835 693

$ 6.735 s 7.067 $ 6715
$ 493 $ 412 $ 391
946 1,103 1,064

727 758 749
2,166 2,273 2,204
799 908 509
1,436 1,560 1,629
850 824 682

392 375 412
5,643 5940 5436
4 4 4

2,139 2,139 2,139
(244) (170) (176)
(333) (339) (179)
__(474) — (807) —(509)
1,092 1127 1,279

$ 6,735 $ 7067 $ 6715

See Notesto Financial Statements.
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STATEMENT OF CASH FLOW (Unaudited)
Millions of dollars

Cash flow from operations

INEETOSS ..t

Adjustments to reconcile net loss to cash provided by (used in) operations:
Depreciation and amOrtiZation ............ccceecveeerieeenieeeniee e
Deferred iINCOME taXES ... ....uveiiiieieeeeiiiee e see e s e eieeeeeanes
Postretirement benefits funding less than expense.............cccceeeeeeee
(@101 0 1 1< ST

Change in operating assets and liabilities, net of effects of acquisition:

RECAIVADIES. ...
INVENTOITES ...ttt
Prepaid and other CUrrent @SSetS.........c.vvvveiiieiee i
ACCOUNES PAYADIE.......eeei i
Other [18DIlTTIES. .....cceieeieiee e

Cash provided by (used in) Operations.........cccceeveeeeeiivieeeesiiieee e e

Cash flow from investment programs
Purchases of retail notes and leaserecaivables............cccccevvvvvviiiiiiiiiiiieen
Collections/sales of retail notes and lease receivables...........uvvvvvevvveveveennnns
Purchases of marketable SECUrities ............ooovvvvviviiiiiii
Sales or maturities of marketable SECUNtIES.......ooocivviiiveviieee e,
Proceeds from sale Of BUSINESS..........uueiiiiiiiiieeiee e
Capital EXPENDITUIES.......oceeeee et e e s sneeeeeanes
Payments for acquisition, net of cash acquired ............cccooceeeiieeniieeiineene
Proceeds from sale-16asebacks ........cvvveeiiiieiieeeee e
Property and equipment leased t0 Others...........covveeiiieiiniee i
INVESEMENE 1N AT TTAEES .eeevvveeeee et e e e e e e e eab s
Capitalized interest and Other............ccviiiiiiiiiie e
Cash provided by (used in) investment programs.........cccccceeeeevvnneen.

Cash flow from financing activities
[SSUANCE OF AEIL.....eeeieiiiiie e e
Principal payments 0N debt ...........cooiiiiiiiiieie e
Net decrease in notes and debt outstanding

under bank revolving credit facility and commercial

PAPEN PIOGIAITIS .....vierteeeuteesteeesteesteeasteessesanseesseaanseessesanseessesanseessesanseens
DEDL ISSUBNCE COSES. ...eieiuiiieiiiie ittt
Other finanCing aCtiVItIES.........ccoiiiiie e

Cash used in financing aCtiVItieS..........coovviiiiiiiiiiiee e

Cash and cash equivalents

Increase (decrease) during the period...........cccooveeiieeinie e
At beginning of the period ...

Cash and cash equivalentsat end of the period............ccccoveeiiiieeiinenne

Navistar International Corporation
and Consolidated Subsidiaries

Six Months Ended April 30

2002
$ (60)

109
(32)
15
(70)

95
(9)

2001
$ (32)

113
Y
32
©)

147
(60)
16
(35)
B 74
93

(469)
1,160
(429)
%0

123
(60)
58
(3

5

(26)
172

144
(104)
(174)
S U7
131
297

$ 428

See Notesto Financial Statements.
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Navigtar International Corporation and Consolidated Subsidiaries
Notes to Financial Statements (Unaudited)

Note A. Summary of Accounting Policies

Navistar International Corporation (NIC) is a holding company whose principal operating
subsidiary is International Truck and Engine Corporation (International). As used hereafter, “company” or
“Navistar” refersto Navistar International Corporation and its consolidated subsidiaries. Navistar operates
in three principa industry segments. truck, engine (collectively caled “manufacturing operations’), and
financiad services. The consolidated financia statements include the results of the company’s
manufacturing operations and its wholly owned financial services subsidiaries. The effects of transactions
between the manufacturing and financia services operations have been diminated to arive at the
consolidated totals.

The accompanying unaudited financid statements have been prepared in accordance with
accounting policies described in the 2001 Annua Report on Form 10-K and should be read in conjunction
with the disclosures therein.

In the opinion of management, these interim financial statements reflect al adjustments, consisting
of normal recurring accruals, necessary to present fairly the financia position, results of operations and cash
flow for the periods presented. Interim results are not necessarily indicative of results for the full year.
Certain 2001 amounts have been reclassified to conform with the presentation used in the 2002 financial
Statements.

Note B. Supplemental Cash Flow Information

Consolidated interest payments during the first six months of 2002 and 2001 were $67 million and
$99 million, respectively. Consolidated tax payments made during the first six months of 2002 were
immaterial and were $3 million for the same period in 2001.

Note C. Income Taxes

The benefit of Net Operating Loss (NOL) carryforwards is recognized as a deferred tax asset in the
Statement of Financia Condition, while the Statement of Income includes income taxes calculated at the
statutory rate. The amount reported does not represent cash payment of income taxes except for certain
state income, foreign income and withholding and federa aternative minimum taxes. In the Statement of
Financial Condition, the deferred tax asset is reduced by the amount of deferred tax expense or increased by
a deferred tax benefit recorded during the year. Until the company has utilized its significant NOL
carryforwards, the cash payment of United States (U.S.) federal income taxes will be minimal.

NoteD. Inventories

Inventories are asfollows:

April 30 October 31 April 30
Millions of dollars 2002 2001 2001
Finished Products.............coveeeeieeeeeeeecece e $ 403 $ 405 $ 489
WOIK IN PIrOCESS. ....ceeiiiiiieeeeiieee e eeiiee e 50 33 28
Raw materials and SUPPliEs........cceeeiveeiiiieiiiie e 191 206 201

Total INVENOMIES.......coceveeee e $ 644 $ 644 $ 718
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Navigtar International Corporation and Consolidated Subsidiaries
Notes to Financial Statements (Unaudited)

NoteE. Financial Instruments
Accounting for Derivatives and Hedging Activities

The company uses derivative financid instruments as part of its overall interest rate and foreign
currency risk management strategy as further described under Item 7A of the 2001 Annua Report on
Form 10-K.

The company is exposed to interest rate risk relating to changes in market interest rates. As part
of its overall strategy to manage the level of exposure to the risk of interest rates adversely affecting net
interest income or expense, the company uses interest rate swap agreements, interest rate caps, and
forward contracts. The company is also occasionally required by third parties to use derivative
instruments to make financing possible under sold note arrangements. These derivatives are used in
asset-backed transactions in order to absorb some portfolio-related risks.

The company is exposed to foreign currency risk relating to changes in certain foreign currency
exchange rates. As part of its overal strategy to manage the level of exposure to exchange rate risk, the
company uses forward contracts. These derivatives are generally designated and qualify as cash flow
hedges.

On the date Navistar enters into a derivative contract, management designates the derivative as
either a hedging or non-hedging instrument. Additionally, management distinguishes between fair value
hedging instruments, cash flow hedging instruments, and other derivative instruments.

The company documents and accounts for derivative and hedging activities in accordance with
the provisions of SFAS 133. The company recognizes al derivatives as assets or liabilities in the
Statement of Financia Condition and measures them at fair value. When certain criteria are met, it also
provides for matching the timing of gain or loss recognition on the derivative hedging instrument with the
recognition of (a) changesin the fair value or cash flows of the hedged asset or liability attributable to the
hedged risk or (b) the earnings effect of the hedged forecasted transaction. Changes in the fair value of
derivatives which are not designated as, or which do not qualify as, hedges for accounting purposes are
reported in earnings in the period in which they occur.

In connection with the $179 million floating rate portion of the $500 million sale of retail note
receivables that closed in November 2001, Navigtar Financial Corporation (NFC) entered into two interest
rate swap agreements. The notional amount of each swap is $179 million. As of April 30, 2002, the fair
values of the swaps are offsetting immaterial amounts. The purpose of these swaps is to convert the
floating rate interest of the bonds into fixed rate interest to match the interest basis of the receivable pool
sold to the owner trust, and thereby protecting NFC from interest rate volatility. The net outcome, after
applying the effect of these swaps, resultsin NFC paying afixed rate of interest on the projected balance
of the pool. To the extent that actual pool baances differ from the projected balances, NFC has retained
interest rate exposure on this difference. These two derivatives are being accounted for as non-hedging
derivative instruments.

As of April 30, 2002, NFC has severd outstanding derivative instruments that were entered into
prior to fiscal 2002. One interest rate swap is classified as a cash flow hedge derivative instrument and
has a notional amount of $33 million. The fair value of this derivative instrument as of April 30, 2002, is
(%$1) million and is recorded in other ligbilities in the Statement of Financial Condition. The impact on
other comprehensive income for the period then ended was not material. NFC has two interest rate swap
agreements that are classified as non-hedging derivative instruments with notional amounts of $11 million
and $32 million. The fair values of these swaps at April 30, 2002, are zero and $1 million, respectively.
NFC has three interest rate caps that are classified as non-hedging derivative instruments with notional
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Navigtar International Corporation and Consolidated Subsidiaries
Notes to Financial Statements (Unaudited)

Note E. Financial Instruments (continued)

amounts of $75 million, $500 million and $500 million. The fair values of these caps as of April 30,
2002, are zero, $4 million and ($4) million, respectively. The fair values of these derivative instruments
as of April 30, 2002, are recorded in other liabilities in the Statement of Financial Condition. The
changesin fair value for the period are recorded in finance and insurance revenue and are not material.

The company has other derivatives classified as non-hedging, which are further described in Note
12 of the 2001 Annua Report on Form 10-K.

As of April 30, 2002, the company held other derivative contracts with notional amounts of $26
million. The fair values of these derivative instruments at April 30, 2002, are zero, and the changes in fair
values are recorded in the Statement of Income. Additionally, the company held derivative instruments

with notional amounts of $58 million. The fair values of these derivative instruments at April 30, 2002,
are $3 million, and the changes in fair values are recorded in other comprehensive income.

Note F. Earnings Per Share
Earnings (loss) per share was computed as follows:

Three Months Ended Six Months Ended

April 30 April 30
Millions of dollars,
except share and per share data 2002 2001 2002 2001
Net inComMe (10SS) ......ovvveeeeeeeeeteeeeeee e $ 4 $ 3 $ (60 $ (32

Average shares outstanding (millions)
BaSC oviiiiecee e 60.4 59.5 60.1 59.5
Dilutive effect of options outstanding

and other dilutive securities.............. - 04 - -
DilUted.......coeeeiiiee e 60.4 59.9 60.1 59.5
Earnings (loss) per share
BaSC oviiiiece e $ (0070 $ 005 $ (L00O) $ (053
DIlULEd......eeeeeeeece e $ (0070 $ 005 $ (100) $ (053

The computation of diluted shares outstanding for the six months ended April 30, 2002 and 2001,
excludesincremental shares of 1.0 million and 0.5 million, respectively, related to employee stock options
and other dilutive securities. These shares are excluded due to their anti-dilutive effect as aresult of the
company’s loss for the first half of 2002 and 2001.
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Navigtar International Corporation and Consolidated Subsidiaries
Notes to Financial Statements (Unaudited)
Note G. Comprehensive lncome
The components of comprehensive income (10ss) are as follows:

Three Months Ended Sx Months Ended

April 30 April 30
Millions of dollars 2002 2001 2002 2001
Net inCOME (10SS) .....vevvveeeieiiiieeee e $ 4 $ 3 $ (60) $ (32
Other comprehensive income (10s9)...........c.......... 6 1 6 (2
Total comprehensive income (10s9) ............ $ 2 $ 4 $ (59 $ (39

Included in other comprehensive income (loss) for the three months and six months ended April
30, 2002, is a $1 million and a $3 million charge, respectively, for derivatives that had been designated as
cash flow type hedges in accordance with SFAS 133, as further described in Note E.
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Navigtar International Corporation and Consolidated Subsidiaries

NoteH. Segment Data

Notes to Financial Statements (Unaudited)

Reportable operating segment datais as follows:

Financial
Millions of dollars Truck Engine Services Total
For thequarter ended April 30, 2002
Externa revenues...........eveveeeeeeeveeeieieneennn, $ 1,152 $ 450 $ 74 $ 1,676
[ntersegment revenues............ccocceeeeeeene, - 120 9 129
Total revenues.........coceeeeeveeiicine, $ 1,152 $ 570 $ 83 $ 1,805
Segment profit (10SS).......ceeevvveeeeiiiiieeene, $ (46) $ 61 $ 23 $ 38

Externa revenues................
Intersegment revenues.........
Totd revenues..............

Segment profit (l0s9)............

Externd revenues................
Intersegment revenues.........
Totd revenues..............

Segment profit (10s9)............

External revenues................
Intersegment revenues.........
Totd revenues..............

Segment profit (10ss)............

For the six monthsended April 30, 2002

..................... $ 2,099 $ 892 $ 154 $ 3,145
..................... - 216 18 234
..................... $ 2,099 $ 1,108 $ 172 $ 3,379
..................... $ (159 $ 103 $ 54 $ 2
Asof April 30, 2002
..................... $ 1,858 $ 1,080 $ 2,397 $ 5,335
For the quarter ended April 30, 2001
..................... $ 1,239 $ 470 $ 9D $ 1,799
..................... - 150 15 165
..................... $ 1239 $ 620 $ 105 $ 1964
..................... $ 49 $ 67 $ 25 $ 4
For the six months ended April 30, 2001
..................... $ 2,261 $ 831 $ 168 $ 3310
..................... - 269 32 301
..................... $ 2261 $ 1150 $ 200 $ 3611
..................... $ (139 $ 109 $ 49 $ 19
Asof April 30, 2001
..................... $ 1941 $ 1,239 $ 2402 $ 5582
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Navigtar International Corporation and Consolidated Subsidiaries
Notes to Financial Statements (Unaudited)

NoteH. Segment Data (continued)

Reconciliation to the consolidated financial statements as of and for the three months and six

months ended April 30 is asfollows:

ThreeMonths Ended Six Months Ended
April 30 April 30

Millions of dollars 2002 2001 2002 2001
Segment salesand revenues...............c........... $1,805 $1,964 $3,379 $3,611
Other INCOME .....cuvveiieiee e 2 5 5 10
INtErCOMPANY ........cvvveeeeeeeeeiiciieeee e e e e (129) (165) (234) (302)
Consolidated salesand revenues.................... $1,678 $1804 $3,150 $3.320
Segment profit (10S9).......ccceveeevieeieeiecrecrenee, $ 38 $ 4 $ (2 $ 19
Restructuring adjustment............cooceeeneeeiineenns - - 1 -
COrporate IteMS......c..eeerieeieeeree e (32) (36) (70) (71
Manufacturing net interest income (expense)...... (13 3 (26) 1
Consolidated pretax income (10sS).................. $ (@ $ 5 $ (97 $ (8
SEgMENt ASSELS....c.vvcveeirierecie et $5,335 $5,582
Cash and marketable securities.............cceeeneee. 400 272
Deferred taxes.......ccovveeeeeeee e, 1,020 892
Corporate intangible pension assets................... 74 36
Other corporate and eliminations....................... (99) (67)

Consolidated assats........coooeeviveeiiiee e, $6,735
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Navigtar International Corporation and Consolidated Subsidiaries
Notesto Financid Statements (Unaudited)

Notel. Restructuring Charge

In October 2000, the company incurred charges for restructuring, asset write-downs, loss on
anticipated sae of business and other exit costs totaling $306 million as part of an overall plan to restructure
its manufacturing and corporate operations (“Plan of Restructuring”). The following are the major
restructuring, integration and cost reduction initiatives included in the Plan of Restructuring:

Replacement of current steel cab trucks with a new line of high performance next generation
vehicles (NGV) and a concurrent realignment of the company’ s truck manufacturing facilities
Closure of certain operations and exit of certain activities

Launch of the next generation technology diesel engines

Consolidation of corporate operations

Realignment of the bus and truck dealership network and termination of various dealership
contracts

Of the total pretax restructuring charge of $306 million, $150 million represented non-cash
charges. Through April 30, 202, approximately $215 million of the charge has been incurred, and $12
million of curtailment loss related to the company’ s postretirement benefit plans has been reclassified as a
non-current postretirement liability. The remaining restructuring liability of $79 million is expected to be
funded from existing cash balances and internally generated cash flows from operations.

The specific actions included in the Plan of Restructuring were substantially complete by
November 2001. Components of the remaining restructuring charge are as follows:

Balance Amount Balance
(Millions of dollars) October 31, 2001 Incurred April 30, 2002
Severance and other benefits $ 3?2 $ (7) $ 25
L ease terminations 35 (@) A
Loss on sdle of business 2 2 -
Dedler termination and exit costs 21 (@) 20
Total $ 90 $ (11 $ 79

The Plan of Restructuring included the reduction of approximately 2,100 employees from the
workforce, primarily in North America, which was revised to 1,900 employees at October 31, 2001.
During the quarter, approximately $4 million was paid for severance and other benefits. As of April 30,
2002, approximately $38 million of the total net charge of $75 million has been paid for severance and
other benefits for the reduction of approximately 1,900 employees, and $12 million of curtailment loss
has been reclassified as a non-current postretirement liability. The severance and other benefits balance
represents costs related to future payments over the next two years for headcount reductions already
incurred.

Lease termination costs include future obligations under long-term non-cancelable lease
agreements at facilities being vacated following workforce reductions. This charge primarily consists of
the estimated lease @sts, net of probable sublease income, associated with the cancellation of the
company’s corporate office lease at NBC Tower in Chicago, Illinois, which expiresin 2010. As of April
30, 2002, $4 million of the total net charge of $38 million has been incurred for lease termination costs, of
which $1 million was incurred during the quarter.
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Navigtar International Corporation and Consolidated Subsidiaries
Notes to Financial Statements (Unaudited)

Notel. Restructuring Charge (continued)

The Plan of Restructuring included the effect of the sale of Harco Nationa Insurance Company
(Harco). On November 30, 2001, NFC completed the sale of Harco to IAT Reinsurance Syndicate Ltd., a
Bermuda reinsurance company. The remaining payments related to exit costs of approximately $2
million were incurred during the quarter.

Dedler termination and exit costs include the termination of certain dealer contracts in connection
with the realignment of the company’s bus distribution network, and other litigation costs to implement
the restructuring initiatives. As of April 30, 2002, approximately $18 million of the total net charge of
$38 million has been paid for dealer terminations and exit costs, of which an insignificant amount was
incurred during the quarter.

Note J. Sale of Receivables

NFC's primary business is to provide wholesale, retail and lease financing for new and used
trucks sold by International and International’s dealers, and as a result, NFC's finance receivables and
leases have significant concentration in the trucking industry. NFC retains as collateral a security interest
in the equipment associated with wholesale notes, retail notes and leases.

NFC securitizes and sells finance receivables through Navistar Financia Retail Receivables
Corporation (NFRRC), Navistar Financial Securities Corporation (NFSC), Truck Retail Accounts
Corporation (TRAC) and Truck Engine Receivables Financing Corporation (TERFCO), all specid
purpose entities and wholly owned subsidiaries of NFC. The sales of finance receivables in each of the
securitizations constitute sales under accounting principles generally accepted in the United States of
America, with the result that the sold finance receivables are removed from NFC'’ s balance sheet and the
investor’s interests in the related trust or conduit are not reflected as liabilities. However, the specia
purpose entity’s residual interest in the related trusts or assets held by the conduit are reflected in the
Statement of Financial Condition as assets. NFRRC, NFSC, TRAC and TERFCO have limited recourse
on the sold finance receivables. The terms of receivable sales generally require NFC to maintain cash
reserves with the trusts and conduits as credit enhancement. These cash reserves are restricted under the
terms of the securitized sales agreements. The maximum exposure under al receivable sale recourse
provisions at April 30, 2002, was $401 million. Management believes the recorded reserves for losses are
adequate.

At April 30, 2002, NFC has a $500 million revolving retail warehouse facility due in October
2005. In October 2000, Truck Retail Instalment Paper Corporation, a specia purpose entity and wholly
owned subsidiary of NFC, issued $475 million of senior class AAA rated and $25 million of subordinated
dass A rated floating rate asset-backed notes. The proceeds were used to purchase dligible finance
receivables from NFC and establish arevolving retail warehouse facility for NFC's retail notes and retail
leases, other than fair market value leases.

NFC oontinues to service the sold finance receivables, for which a servicing fee is received.
Servicing fees are earned on a level yield basis over the terms of the related finance receivables.
Servicing fees are typicaly set a 1.0% of average outstanding net finance receivable balances,
representing NFC' s estimated costs to service the finance receivables.

Gains or losses on sales of finance receivables are estimated based upon the present value of
future expected cash flows using assumptions for prepayment speeds and current market interest rates.
These assumptions use management’s best estimates commensurate with the risks involved. An
allowance for credit losses is provided prior to the receivables sale and is reclassified as part of retained
interest upon sale.
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Navigtar International Corporation and Consolidated Subsidiaries
Notes to Financial Statements (Unaudited)

Note J. Sale of Receivables (continued)

Finance receivable baances do not include finance receivables sold by NFC to public and private
investors with limited recourse provisions. Outstanding sold finance receivable balances are as follows, in
millions:

April 30 October 31 April 30

2002 2001 2001
Retail notes, net of unearned financeincome................... $ 2,078 $ 1863 $ 2421
Wholesal@ NOLES ........cuviieeiie e 694 797 856
Retail aCCOUNES.........c.ccuviieeieee e 200 191 176
TOtA e $ 2972 $ _2851 $_ 34582

Additiond financia data for gross serviced finance receivables as of April 30, 2002, and for the six
months then ended is as fdlows, in millions:

Retail Wholesale
Notes Leases Notes Accounts
Gross serviced finance receivables......... $ 2516 $ 498 $ 745 $ 3H1
Gross serviced finance receivables with
installments past due ............c........ 23 5 5 11
Credit losses net of recoveries............... 10 1 - -

During the six months ended April 30, 2002, NFC sold $888 million of retail notes, net of
unearned finance income, through NFRRC in two separate sales. NFC sold the retail notes to owner
trusts, which, in turn, issued $1,000 million of asset-backed securities that were sold to investors.
Aggregate net gains of $24 million were recognized on these sales. These aggregate gains are net of $3
million of losses on forward rate contracts. NFC uses forward rate contracts to limit its exposure to
interest rate fluctuations on newly acquired retail notes prior to their inclusion in a securitization.

At April 30, 2002, NFSC has in place a revolving wholesale note trust that provides for the
funding of $837 million of digible wholesale notes. TERFCO has in place arevolving trust that provides
for the funding of $100 million of digible Ford Motor Company accounts receivable. TRAC hasin place
arevolving retail account conduit that provides for the funding of $100 million of eligible retail accounts.

When finance receivables are sold, NFC retains an interest in the securitized receivables in the
form of interest-only strips, servicing rights, cash reserve accounts and subordinated certificates. The
carrying amount of these retained interests approximate fair value and were $383 million, $324 million
and $391 million a April 30, 2002, October 31, 2001 and April 30, 2001, respectively. These amounts
are included in finance and other receivables in the Statement of Financial Condition.

Key economic assumptions used in measuring the gains and the related retained interest at April
30, 2002, were a prepayment speed of 1.4% to 1.6%, a weighted average remaining life of 31 months and
aresidua cash flows discount rate of 6.93%.

The following table summarizes certain cash flows received from (paid to) securitization
trusts/conduits during the six months ended April 30, 2002, in millions:

Proceeds from initial sales of retail recavables............oovvviieiiiie e $ 99
Proceeds from subsequent sales of receivables into revolving facilities...........ccocceeeiieeneen. 2,240
SENVICING FEES TECBIVE ...t ae e 12
All other cash receilved fromM trUSES. .........oeiiiiiiie e 123
Purchase of delinquent or foreclosed recalvables.............ccvveieiiiiiii i, (3D)

Cash used for pool BUYDACKS ..o (45)
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NoteK. New Accounting Pronouncements

In June 2001, the Financial Accounting Standards Board (FASB) issued Statement of Financial
Accounting Standards No. 142 (SFAS 142), “Goodwill and Other Intangible Assets’ and Statement of
Financial Accounting Standards No. 143 (SFAS 143), “Accounting for Asset Retirement Obligations.”
SFAS 142 was adopted by the company on November 1, 2001, and did not have a material impact on the
company’s financia position, results of operations or cash flows. SFAS 143 is effective for financial
statements issued for fiscal years beginning after June 15, 2002. The company is evaluating the impact of
SFAS 143 on its financia position, results of operations and cash flows.

In August 2001, the FASB issued Statement of Financia Accounting Standards No. 144,
“Accounting for the Impairment or Disposal of Long-Lived Assets,” which is effective for fiscal years
beginning after December 15, 2001, and interim periods within tose fisca years. The company is
evaluating the impact on the company’s financial position, results of operations and cash flows.

Note L. Condensed Consolidating Guarantor and Non-Guarantor Financial Information

The following tables set forth the condensed consolidating Statements of Financial Condition as
of April 30, 2002 and 2001, and the Statements of Income and Cash Flow for the six months ended April
30, 2002 and 2001. The following information is included as a result of the guarantee of the $400 million
Senior Notes by International, exclusive of its subsidiaries. International is a direct wholly owned
subsidiary of NIC. International, exclusive of its subsidiaries, aso guarantees NIC' s obligations under its
7% senior notes due 2003 and 8% senior subordinated notes due 2008. None of NIC's other subsidiaries
guarantee any of these notes. Each of the guarantees is full and unconditional. Separate financia
statements and other disclosures concerning International have not been presented because management
believes that such information is not materia to investors. NIC includes the consolidated financial results
of the parent company only, with al of its wholly owned subsidiaries accounted for under the equity
method. International, for purposes of this disclosure only, includes the consolidated financial results of
its wholly owned subsidiaries accounted for under the equity method. “Non-Guarantor Companies and
Eliminations’ includes the consolidated financia results of all other non-guarantor subsidiaries including
the elimination entries for all intercompany transactions. All applicable corporate expenses have been
allocated appropriately among the guarantor and non-guarantor subsidiaries.

NIC files a consolidated U.S. federal income tax return which includes International and its U.S.
subsidiaries. International has a tax alocation agreement (Tax Agreement) with NIC which requires
International to compute its separate federal income tax expense based on its adjusted book income. Any
resulting tax liability is paid to NIC. In addition, under the Tax Agreement, International is required to
pay to NIC any tax payments received from its subsidiaries. The effect of the Tax Agreement isto allow
NIC, rather than International, to utilize U.S. operating income/losses and NIC operating loss
carryforwards.
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NoteL. Condensed Consolidating Guarantor and Non-Guarantor Financial I nformation (continued)

Non-Guarantor
Companies and
NIC I nter national Eliminations Consolidated

CONDENSED CONSOLIDATING STATEMENT OF INCOME FOR THE SIX MONTHS ENDED APRIL 30, 2002
SAUIES AN FEVENUES .....ueeriereieeeieereeee ettt s e se e s seeseneneaes $ 3 3 2,417 $ 730 $ 3,150
Cost of products and ServiceS SOId ........couveiiiiiiiiieiiie e - 2,215 429 2,644
Restructuring adjustment - - (2) (2)
All other Operating EXPENSES ......cccviiiiiieiiieeieeeieeesiee ettt (4) 467 141 604

Total CoStSANG EXPENSES.....c.coveeeriiereeieeete et ere sttt ereas (4) 2,682 569 3,247
Equity in income (loss) of non-consolidated subsidiaries..............ccoce..... (104) 126 (22 -
Income (10ss) before iNCOME taXES.......coovviveriiriiee e 97) (139) 139 97)
Income tax expense (DENEFIt)........cocuiiiiiiiie e (37) 12 (12 (37)
NEL INCOME (I0SS)...veueevieeinieieeieii ettt $ (60) $ (151) $ 151 $ (6Q)
CONDENSED CONSOLIDATING STATEMENT OF FINANCIAL CONDITION ASOF APRIL 30, 2002
ASSETS
Cash and marketable SECUNTIES. ........ccuveeieeiiieee e $ 375  $ 5 $ 743 $ 1,123
Receivables, net 6 87 1,568 1,661
INVENTOMTES. ... e - 314 330 644
Property and eqUiPMENt, NEL .........coiiiiiiiieri e - 893 783 1,676
Investment in affiliates.................... (1,235) 989 246 -
Deferred tax asset and other assets.. 1011 281 339 1,631

TOLAl ASSELS...c.ueiueeiiieete ettt e bbb sne $ 157 $ 2,569 $ 4,009 $ 6,735
LIABILITIES AND SHAREOWNERS EQUITY
DB ..t e e $ 821 % 21 $ 1,886 $ 2,728
Postretirement benefits liability .... - 1,004 101 1,105
Amounts due (from) to affiliates.. (1,893) 1,693 200 -
Other liabilities.........cccoevveviennennn. 137 1,284 389 1,810

Total liabilities.... (935) 4,002 2,576 5,643
Shareowners’ equity (AEfiCit).........covueeriiiiiiiiiiee e 1,092 (1,433) 1,433 1,092
Total liabilitiesand shar eOWNers' quity.........c.ccoceveveveeveveeceeereeeeea $ 157 ¢ 2.569 $ 4,009 $ 6,735
CONDENSED CONSOLIDATING STATEMENT OF CASH FLOW FOR THE SIX MONTHS ENDED APRIL 30, 2002
Cash provided by (Used in) OPErationS..........cccceeveveereerrerieesieeseeseena $ (299) $ 58 $ 115 $ (126)
Cash flow from investment programs
Purchases, net of collections, of financereceivables...........c.ccccoecvveeeennen. - - 346 346
Net (increase) decrease in marketable SeCurities..........cccovceeiiiiinien e, 26 - (328) (302)
Capital eXPENMitUrES........c.eiiiiiiiiie e - (94) (20) (114)
Other INVEStING aCtIVITIES.........oiviiiiiiiiiesee e (106) 35 105 34
Cash provided by (used in) investment programs...........ccccceeeeveverennas (80) (59 103 (36)
Cash flow from financing activities
Net repayments Of debt .........c..ooiiiiiiiii e - - (128) (128)
Other fiNanCiNg aCHIVItIES........cviiiviiiicece e 82 - (56) 26
Cash provided by (used in) financing activities...........c.ccccooreeirenenens 82 - (184) (102)
Cash and cash equivalents
Increase (decrease) during the PEriod............coovevereerieiieenicsee e (297) (¢D)] 34 (264)
At beginning of the period 658 6 158 822
Cash and cash equivalents at end of the period.........cc.ccccooeveiiiniinnns $ 361 $ 5 s 192 $ 558
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NoteL. Condensed Consolidating Guarantor and Non-Guarantor Financial I nformation (continued)

Non-Guarantor
Companies and
NIC International Eliminati ons Consolidated

CONDENSED CONSOL IDATING STATEMENT OF INCOME FOR THE SIX MONTHS ENDED APRIL 30, 2001

SAUIES AN FEVENUES .....cveeeeeeieeeieeseete ettt s e te e s e sesenenes $ 5 % 2,670 $ 645 $ 3,320
Cost of products and ServiceS SOId ........ccueiiiiiiiiiieiiie e - 2,465 315 2,780
All other Operating EXPENSES ......cciviiiieieiiee et (39) 488 142 591

Total COStSAN EXPENSES......c.eiveiieiieieeieiete et (39) 2,953 457 3,371
Equity in income (loss) of non-consolidated subsidiaries.............c.coee... (95 160 (65) -
Income (loss) before income taxes (51) (123) 123 (51)
Income tax expense (benefit). (19 10 (10 (19)
NEL INCOME (I0SS)......cevvceeeeieteee ettt eneaeas $ (32) $ (133) ¢ 133 $ (32)

CONDENSED CONSOL IDATING STATEMENT OF FINANCIAL CONDITION ASOF APRIL 30, 2001

ASSETS
Cash and marketable SECUNtIES. .......cviueieiirieeescee e $ 269 $ 4 $ 674 $ 947
Receivables, net 7 151 1,510 1,668
IMVENTOTTES. ...ttt ettt e - 401 317 718
Property and equipmEeNt, NEL ..........cocuveiiiiiiiie e - 1,039 804 1,843
Investment in affiliates (872) 927 (55) -
Deferred tax asset and Other aSSetS...........covvereeiieiiniiie e 871 284 384 1,539
TOtAl @SSELS......eiieeieiririer ettt s 275 $ 2.806 s 3.634 $ 6,715
LIABILITIES AND SHAREOWNERS EQUITY
[T o SRS $ 421 $ 4 $ 2,104 $ 2,529
Postretirement benefits liability ........... - 724 93 817
Amounts due (from) to affiliates (1,498) 1,436 62 -
Other lighilities......... 73 1,522 495 2,090
Total liabilities (1,004) 3,686 2,754 5,436
Shareowners’ equity (defiCit).........ccoviriiiiiriiiie e 1,279 (880) 880 1,279
Total liabilitiesand shar eowners' equity...........ccooeveveveeeeveveveeerereeeean. s 275 $ 2,806 s 3,634 $ 6,715

CONDENSED CONSOLIDATING STATEMENT OF CASH FL OW FOR THE SIX MONTHS ENDED APRIL 30, 2001

Cash provided by (used in) OPErations...........cccveueeveeereeeereeeeeeereeenas $ 143 3 1 s (49) $ 93

Cash flow from investment programs
Purchases, net of collections, of finance receivables............cccceevvveeeennnnen. - - 691 691

Net (increase) decrease in marketable securities.... 83 - (422) (339)
Capital expenditures..........ccocoeeeveeenieniiien e - (89) (39 (123)
Other iNVeSting aCtiVItIES.........cc.ceeveiirieieisiceecee e 2 73 (132) (57)
Cash provided by (used in) investment programs...........ccccceeeeeeeeeenne. 85 (16 103 172
Cash flow from financing activities

Net repayments of debt ..........ooeieiiiiiiiee e (23 (2) (109) (134)
Cash used in financing aCtiViti€S.........c.coecueeveeeieiiiiieecceeeeee e (23 (2) (109) (134)
Cash and cash equivalents

Increase (decrease) during the period.............cccveveeeiieiiiicinie e, 205 (29) (55) 131
At beginning of the period 64 23 210 297

Cash and cash equivalents at end of the period............cccceveveviniiennns $ 269 $ 4 $ 155 $ 428
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Note M. Subsequent Events

In May 2002, International met with the National Highway Traffic Safety Administration and
presented notification of a safety defect on air brake fittings. The company will be conducting a
voluntary safety recall to address this defect, and will notify owners beginning in June 2002. The defect
involves a brass fitting that connects the double check valve to the brake relay valve.  Internationa is
currently developing repair Kits as part of this recall, which should be available in July or August 2002.
International has identified the population that could be affected by this recall, which could be up to
153,800 unitsin the U.S. and Canada. Initial cost estimates for this recall are between $6 million and $10
million.

On June 1, 2002, the company’s collective bargaining contract with the National Automobile,
Aerospace and Agricultural Implement Workers of Canada (CAW) expired. Efforts to negotiate a new
labor contract with the CAW failed, and on June 1, 2002, the CAW struck the company’s Chatham,
Ontario, heavy truck assembly plant, whose employees are represented by the CAW. At this point the
company believes that the strike will have minimal impact on the company’s financial results because the
company quickly and effectively implemented contingency plans designed to maintain production and
shipment levels to meet the needs of its customers, including increasing premium conventional heavy
truck production at its Escobedo Assembly Plant in Mexico. The CAW represents approximately 800 of
the company’ s active employees in Canada. If the company fails to continue to effectively implement its

contingency plans, the strike could have a material adverse effect on the company’s results of operations
or financial performance.
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Navigtar International Corporation and Consolidated Subsidiaries

Additional Financial Information

The following additional financia information is provided based upon the continuing interest of certain

shareholders and creditors.

Navigtar International Corporation (with financial services operations on an equity basis) in millions of dollars:

ThreeMonths Ended Six Months Ended
April 30 April 30
Condensed Statement of Income 2002 2001 2002 2001
Sdes of manufactured products........................ $ 1,602 $ 1,709 $ 2991 $ 3142
Other INCOME ... 2 3 5 9
Total salesand revenues.........ccoeeeeveeeeenn.. 1,604 1,712 2,996 3,151
Cost of products SOId .......cvvvveeiiiiee e 1,372 1,470 2,613 2,745
Postretirement benefits expense............ccue..... 58 48 115 93
Engineering and research expense.................... 65 65 129 130
Sdles, general and administrative expense......... 109 115 226 217
Other eXPENSES......vvviiiiieiieee e 30 33 65 65
Total costsand eXpenses.........ccccceeeeeeeennes 1,634 1731 3,148 3,250
Income (loss) before income taxes
Manufacturing operations ..........cccccceveeenen. (30) (19 (152) (99
Financial services operations..............c........ 23 24 55 48
Income (loss) before income taxes.......... (7 5 (97) (51)
Income tax expense (benefit).................. (3) 2 (37) (19
Net income (10SS)......cceeveeeeierieieiece e $ 4 $ 3 $ 60) $ (32)
April 30 October 31 April 30
Condensed Satement of Financial Condition 2002 2001 2001
Cash, cash equivaents and marketable securities............... $ 450 806 $ 359
INVENTOMIES. ...t 594 569 653
Property and equipment, NeL...........ccooviiiiieieee e, 1,370 1,359 1,520
Equity in non-consolidated subsidiaries.............ccccvveenneee. 438 398 355
(0107 g S5 KRR 995 895 921
Deferred tax asset, NEL........ooevveeiiieeieeeee e eeens 1,016 979 885
Total @SS ...oovieiiieeiee e $ 4863 5,006 $ 4,693
Accounts payable, principaly trade...........cccocceevieienienns $ 905 1,051 $ 1,032
Postretirement benefits liability .........ccccooeiiiniiiiiiiiee 1,092 1,069 807
DEDL ... 940 966 641
Other [1aDilItIES......ceeeieiiieee e 834 793 934
ShareOWNErS EQUITY .....eeveiiiieieeiiieieeesiieee e 1,092 1127 1,279
Total liabilitiesand shareowners' equity.............. $ 4863 5,006 $ 4693
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Navistar Internationa Corporation (with financia services operations on an equity basis)

in millions of dollars;

Condensed Statement of Cash Flow

Cash flow from operations

NN = 05SSR

Adjustments to reconcile net loss to cash used in operations:
Depreciation and amortiZation ............ccceccveeerveeiiieesiieenieeens
Deferred iNCOME taXeS........cveeeiiieee e
Postretirements benefits funding less than expense..................
Equity in earnings of investees,

net of dividends recaiVed...........occvvviiiiiieeiiiiiiee e

Change in operating assets and liahilities,
net of effects of aCqUISITION.........ccoviiiieeiiiiee e
Cash used IN OPEraLIONS. .....ccuueieiiee e

Cash flow from investment programs

Purchases of marketable SECUrtieS .........cceevvviiiiiin i,
Sales or maturities of marketable Securities...........ccccovvveeviieeiieenne.
Capital eXpenditUres...........ooociiiiieiee e
Payments for acquisition, net of cash acquired.............ccceeveviiieennne
Proceeds from sale-1easebacks ........oocvevveiiiiiiii i
Receivable from financial services operations..........cccocvveeeeiciveenenne
Investment iN affiliateS........cocveere i
Capitalized interest and Other...........coccveiiiiiiiiiee e
Cash provided by (used in) investment programs............cccccueeeen.

Cash provided by financing activities.........ccccccccovccvvieeeee e,

Cash and cash equivalents

Increase (decrease) during the period............ccovvvieeeiiiiiee e
At beginning of the period...........coccveeiiiiie e
Cash and cash equivalents at end of the period.............ccccevueeeee

Six Months Ended
April 30
2002 2001

$ (60) $ (32
77 79
(32) (7)
15 32
(33) 12
(53) 6
(139) (188)
(225) (98)
(29) -
55 83
(111) (122)
- (60)
5 58
(79) 285
4 5
(7 (28)
__ (162 221
57 23
(330) 146
766 213
$ 436 $ 359
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[tem 2. MANAGEMENT’SDISCUSSION AND ANALYSISOF RESULTS
OF OPERATIONSAND FINANCIAL CONDITION

RESULTSOF OPERATIONS

Certain statements under this caption that are not purely historical constitute * forward-looking
statements’ under the Private Securities Litigation Reform Act of 1995 and involve risks and
uncertainties. These forward-looking statements are based on current management expectations as of the
date made. The company assumes no obligation to update any forward-looking statements. Navistar
International Corporation’s actual results may differ significantly from the results discussed in such
forward-looking statements. Factors that might cause such a difference include, but are not limited to,
those discussed under the caption “ Business Environment.”

Second Quarter Ended April 30, 2002

The company reported a net loss of $4 million, or a $0.07 loss per diluted common share for the
second quarter ended April 30, 2002. For the comparable quarter last year, net income was $3 million, or
$0.05 per diluted common share.

The truck segment’s loss and the engine segment’s profit decreased for the second quarter of
2002 compared to the same period in 2001. Both of these segments also experienced decreases in
revenues for that same period. These decreases are due to lower shipments driven by the continued
weakness in the medium truck and school bus markets.

The financia services segment’s profit decreased $2 million from the second quarter of 2001 to
$23 million. Revenues for the financial services segment decreased $22 million compared to the same
period last year primarily due to changes in finance and insurance revenue discussed below.

Sales and Revenues. Sdes and revenues for the second quarter of 2002 totaled $1,678 million,
7% lower than the $1,804 million reported for the comparable quarter in 2001.

United States (U.S.) and Canadian industry retail sales of Class 5 through 8 trucks totaled 68,100
units in the second quarter of 2002, which is 16% lower than the 81,200 units sold during this period in
2001. Class 8 heavy truck sales of 35,600 units during the second quarter of 2002 were 14% lower than
the 2001 level of 41,200 units. Industry sales of Class 5, 6 and 7 medium trucks, including school buses,
decreased 19% to 32,500 units. Industry sales of school buses, which accounted for 24% of the medium
truck market, decreased 10% to 7,700 units.

Market share for the second quarter of 2002 increased to 27.1% from 26.0% reported in the same
period of 2001. Thisimprovement was the result of focused sales and marketing efforts.

Shipments of mid-range diesel engines by the company to other original equipment
manufacturers (OEMSs) during the second quarter of 2002 totaled 78,900 units, an 8% decrease from the
same period of 2001.

Finance and insurance revenue of $72 million in the second quarter of 2002 decreased 8% from
2001. Thisis due to lower average serviced retail and wholesale balances resulting from lower truck
industry sales partially offset by higher gains on sales of retail note receivables.

Other income decreased to $4 million from $17 million reported in the second quarter of 2001.
This decrease is primarily the result of lower marketable securities revenue driven by lower average
interest rates.
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Costs and expenses. Manufacturing gross margin was 14.3% of sales for the second quarter of
2002 compared with 13.9% for the same period in 2001. Thisincrease is mainly aresult of cost structure
improvements and price improvements in new products.

Postretirement benefits expense increased $11 million from the second quarter of 2001 to $58
million. Thisincrease is primarily due to higher interest expense resulting from higher pension and health
care obligations, higher amortization, and lower returns on assets, all of which were driven by large losses
in 2001.

Sales, genera and administrative expense decreased 6% to $129 million in the second quarter of
2002 from $137 million for the comparable quarter in 2001. This change is due to a decrease in the
provision for losses on receivables driven by a reduction in the repossession frequency.

Interest expense decreased $4 million from the second quarter of 2001 to $38 million, primarily
due to the company’s lower weighted average interest rates on debt.

Other expense decreased to $7 million in the second quarter of 2002 from $13 million in the same
period of 2001. This decrease is primarily due to lower financing charges on sold receivables.

Six Months Ended April 30, 2002

The company reported a net loss of $60 million, or a $1.00 loss per diluted common share for the
first six months of 2002, primarily due to lower sales volumes. The net loss was $32 million, or a $0.53
loss per diluted common share, for the comparable period of 2001.

During the first half of 2002, both the truck and engine segments’ profits and revenues decreased
compared to the same period in 2001. These decreases are driven by the continued softness in the
medium truck and school bus markets.

The financial services segment’s profit was $54 million for the first six months of 2002, which is
$5 million higher than the same period of 2001, primarily due to higher gains on sdes of retail note
receivables. Revenues for the financial services segment decreased $28 million primarily due to changes
in finance and insurance revenue discussed below.

Sales and Revenues. Sales and revenues for the first six months of 2002 totaled $3,150 million,
5% lower than the $3,320 million reported for the comparable period of 2001.

U.S. and Canadian industry retail sales of Class 5 through 8 trucks totaled 129,000 units for the
first sx months of 2002, which is 19% lower than the 160,200 units sold during this period in 2001. Class
8 heavy truck sales of 68,900 units during the first half of 2002 were 18% lower than the 2001 level of
83,900 units. Industry sales of Class 5, 6 and 7 medium trucks, including school buses, decreased 21% to
60,100 units. Industry sales of school buses, which accounted for 22% of the medium truck market,
decreased 11% to 13,200 units.

Market share for the first six months of 2002 increased to 26.8% from 25.5% reported in the same
period of 2001. Thisimprovement was the result of focused sales and marketing efforts.

Shipments of mid-range diesel engines by the company to other OEMs during the first half of
2002 totaled 156,800 units, comparable to the same period of 2001.
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Finance and insurance revenue of $149 million for the first half of 2002 decreased 3% from 2001.
This decrease is due to lower average serviced finance receivable balances partially offset by higher gains
on sales of retail note receivables.

Other income decreased to $10 million from $24 million reported for the first six months of 2001.
This decrease is primarily the result of lower marketable securities revenue driven by lower average
interest rates.

Costs and expenses. Manufacturing gross margin was 12.6% of sales for the first half of 2002,
compared to 12.4% for the same period in 2001.

Postretirement benefits expense increased $23 million from the first half of 2001 to $116 million.
This increase is primarily due to higher interest expense resulting from higher pension and health care
obligations, higher amortization, and lower returns on assets, all of which were driven by large losses in
2001.

Interest expense decreased 6% from the first half of 2001 primarily due to the company’s lower
weighted average interest rates on debt.

Other expense decreased to $18 million for the first haf of 2002 from $27 million for the same
period in 2001. This decrease is primarily due to lower financing charges on sold receivables.

Restructuring Charge

In October 2000, the company incurred charges for restructuring, asset write-downs, loss on
anticipated sde of business and other exit costs totaling $306 million as part of an overall plan to restructure
its manufacturing and corporate operations (“Plan of Restructuring”). The following are the major
restructuring, integration and cost reduction initiatives included in the Plan of Restructuring:

Replacement of current steel cab trucks with a new line of high performance next generation
vehicles (NGV) and a concurrent realignment of the company’s truck manufacturing facilities
Closure of certain operations and exit of certain activities

Launch of the next generation technology diesel engines

Consolidation of corporate operations

Realignment of the bus and truck dealership network and termination of various dealership
contracts

Of the total pretax restructuring charge of $306 million, $150 million represented non-cash
charges. Through April 30, 2002, approximately $215 million of the charge has been incurred, and $12
million of curtailment loss related to the company’ s postretirement benefit plans has been reclassified asa
non-current postretirement liability. The remaining restructuring liability of $79 million is expected to be
funded from existing cash balances and internally generated cash flows from operations.

The specific actions included in the Plan of Restructuring were substantially complete by
November 2001. Components of the remaining restructuring charge are as follows:

Balance Amount Balance
(Millions of dollars) October 31, 2001 Incurred April 30, 2002
Severance and other benefits $ 32 $ (7 $ 25
L ease terminations 35 (@) A
Loss on sdle of business 2 2 -
Dedler termination and exit costs 21 (@) 20

Totd $ 9 $  (10) $ 79
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The Plan of Restructuring included the reduction of approximately 2100 employees from the
workforce, primarily in North America, which was revised to 1,900 employees at October 31, 2001.
During the quarter, approximately $4 million was paid for severance and other benefits. As of April 30,
2002, approximately $38 million of the total net charge of $75 million has been paid for severance and
other benefits for the reduction of approximately 1,900 employees, and $12 million of curtailment loss
has been reclassified as a non-current postretirement liability. The severance and other benefits balance
represents costs related to future payments over the next two years for headcount reductions aready
incurred.

Lease termination costs include future obligations under long-term non-cancelable lease
agreements at facilities being vacated following workforce reductions. This charge primarily consists of
the estimated lease costs, net of probable sublease income, associated with the cancellation of the
company’s corporate office lease at NBC Tower in Chicago, Illinois, which expiresin 2010. As of April
30, 2002, $4 million of the total net charge of $38 million has been incurred for lease termination costs, of
which $1 million was incurred during the quarter.

The Plan of Restructuring included the effect of the sale of Harco Nationa Insurance Company
(Harco). On November 30, 2001, Navistar Financial Corporation (NFC) completed the sale of Harco to
IAT Reinsurance Syndicate Ltd., a Bermuda reinsurance company. The remaining payments related to
exit costs of approximately $2 million were incurred during the quarter.

Dealer termination and exit costs include the termination of certain dealer contracts in connection
with the realignment of the company’s bus distribution network, and other litigation costs to implement
the restructuring initiatives. As of April 30, 2002, approximately $18 million of the total net charge of
$38 million has been paid for dealer terminations and exit costs, of which an insignificant amount was
incurred during the quarter.

Liquidity and Capital Resources

Cash flow is generated from the manufacture and sale of trucks, mid-range diesel engines and their
associated service parts as well as from product financing provided to the company’s dealers and retail
customers by the financial services segment. The company’s current debt ratings have made sales of
finance receivables the most economic source of funding for NFC.

The company had working capital of $109 million at April 30, 2002, compared to $463 million at
October 31, 2001. Cash used in operations during the first six months of 2002 totaled $126 million
primarily from a net loss of $60 million and a net change in operating assets and liabilities of $88 million.

The net use of cash resulting from the change in operating assets and liabilities included a $168
million decrease in accounts payable primarily due to lower truck and engine production levels in the first
half of 2002 as well as from the timing of invoices paid for capital equipment purchased in the fourth
quarter of 2001. This change was partialy offset by a $95 million decrease in receivables primarily due
to a net decrease in wholesale note and account balances and lower volumes in truck production.

Cash used in investment programs resulted from a net increase in marketable securities of $302
million, a net increase in property and equipment leased to others of $30 million, and $114 million of
capital expenditures primarily for the NGV and Next Generation Diesel (NGD) programs. These were
partialy offset by a net decrease in retail notes and lease receivables of $346 million and the sale of
Harco on November 30, 2001, that provided $63 million in cash proceeds.

Cash used by financing activities resulted from a net decrease of $291 million in notes and debt
outstanding under the bank revolving credit facility and other commercial paper programs. This was
partialy offset by a net increase in long-term debt of $163 million that includes $220 million of 4.75%
subordinated exchangeable notes due 2009, which were issued in March 2002.
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NFC has traditionally obtained the funds to provide financing to Internationa’s dealers and retall
customers from sales of finance receivables, commercial paper, short and long-term bank borrowings,
medium and long-term debt and equity capital. As of April 30, 2002, NFC's funding consisted of sold
finance receivables of $2,972 million, bank and other borrowings of $889 million, subordinated debt of
$270 million, capital lease obligations of $323 million and equity of $360 million.

NFC securitizes and sdls finance receivables through Navistar Financiad Retail Receivables
Corporation (NFRRC), Navistar Financia Securities Corporation (NFSC), Truck Retail Accounts
Corporation (TRAC) and Truck Engine Receivables Financing Corporation (TERFCO), all specia
purpose entities and wholly owned subsidiaries of NFC. The sales of finance receivables in each of the
securitizations constitute sales under accounting principles generally accepted in the United States of
America, with the result that the sold finance receivables are removed from NFC’ s balance sheet and the
investor's interests in the related trust or conduit are not reflected as liabilities. However, the specia
purpose entity’s residual interest in the related trusts or assets held by the conduit are reflected on the
Statement of Financial Condition as assets.

Through the asset-backed public market and private placement sales, NFC has been able to fund
fixed rate retail note receivables at rates offered to companies with higher investment grade ratings.
During the first haf of 2002, NFC sold $888 million of retail notes, net of unearned finance income,
through NFRRC in two separate sdles. NFC sold the retail notes to owner trusts, which in turn, issued
$1,000 million of asset-backed securities that were sold to investors. Aggregate net gains of $24 million
were recognized on these sales. As of April 30, 2002, the remaining shelf registration available to
NFRRC for the public issuance of asset-backed securities was $2,500 million. Also, as of April 30, 2002,
NFSC has in place a revolving wholesale note trust that provides for the funding of $837 million of
eligible wholesale notes, of which $694 million has been utilized.

At April 30, 2002, available funding under NFC’s bank revolving credit facilities, the revolving
retail warehouse facility and the revolving wholesale note trust was $1,165 million. When combined with
unrestricted cash and cash equivalents, $1,251 million was available to fund the general business purposes
of NFC.

In November 2000, NFC established TERFCO for the purpose of securitizing engine accounts
receivable. In November 2000, NFC securitized al of its unsecured trade receivables generated by the
sale of diesal engines and engine service parts from the company to Ford Motor Company. The
transaction provides for funding of $100 million and matures in 2006. As of April 30, 2002, NFC has
utilized $100 million of this facility.

TRAC has in place a revolving retail account conduit that provides for the funding of $100
million of eligible retail accounts. As of April 30, 2002, NFC has utilized $100 million of this facility.
The facility expiresin August 2002 with an option for renewal.

In March 2002, NFC completed the private placement of $220 million 4.75% subordinated
exchangeable notes due 2009. The notes will be exchangeable at the option of the holders, prior to
redemption or maturity, into common stock of the company. NFC received $175 million (before $6
million of expenses) and the company received $50 million. The proceeds from the notes will be used for
general corporate purposes.

In March 2002, Standard and Poor’s lowered the company’s and NFC's senior debt ratings to
BB+ from BBB-. They aso lowered the company’s subordinated debt rating to BB- from BB+ and the
company’s senior unsecured debt rating to BB+ from BBB-. Fitch IBCA lowered the company’s and
NFC's senior debt ratings to BB+ from BBB- as well as the company’s and NFC's subordinated debt
ratings to BB- from BB. Fitch IBCA aso lowered the company’s senior unsecured debt rating to BB+
from BBB-.
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There have been no material changes in the company’s hedging strategies or derivative positions
since October 31, 2001. Further disclosure may be found in Note E to the financial statements and in the
company’s 2001 Annua Report on Form 10-K.

Cash flow from the company’s manufacturing operations, financial services operations and
financing capacity is currently sufficient to cover planned investment in the business. The company had
outstanding capita commitments of $144 million at April 30, 2002, primarily for the NGV and NGD
programs.

It is the opinion of management that, in the absence of significant unanticipated cash demands,
current and forecasted cash flow as well as anticipated financing actions will provide sufficient funds to
meet operating requirements and capital expenditures. Management believes that collections on the
outstanding receivables portfolios as well as funds available from various funding sources will permit the
financial services operations to meet the financing requirements of Internationa’s dealers and retail
customers.

New Accounting Pronouncements

In June 2001, the Financia Accounting Standards Board (FASB) issued Statement of Financia
Accounting Standards No. 142 (SFAS 142), “Goodwill and Other Intangible Assets’ and Statement of
Financial Accounting Standards No. 143 (SFAS 143), “Accounting for Asset Retirement Obligations.”
SFAS 142 was adopted by the company on November 1, 2001, and did not have a material impact on the
company’s financial position, results of operations or cash flows. SFAS 143 is effective for financia
statements issued for fiscal years beginning after June 15, 2002. The company is evaluating the impact of
SFAS 143 onits financia position, results of operations and cash flows.

In August 2001, the FASB issued Statement of Financial Accounting Standards No. 144,
“Accounting for the Impairment or Disposal of Long-Lived Assets,” which is effective for fiscal years
beginning after December 15, 2001, and interim periods within those fiscal years. The company is
evaluating the impact on the company’s financia position, results of operations and cash flows.

Business Environment

Sdes of Class 5 through 8 trucks historically have been cyclical, with demand affected by such
economic factors as industrial production, construction, demand for consumer durable goods, interest
rates and the earnings and cash flow of dealers and customers. Truck sales in the second quarter continue
to be hindered by a number of factors including the overall decline in the economy and associated freight
tonnage, rising insurance costs, tightened credit availability and a large decline in sdes to leasing
companies. The demand for medium trucks and school buses reflected these adverse conditions,
however, an improvement in the number of heavy truck orders has increased the company’s U.S. and
Canadian order backlog at April 30, 2002 to 23,100 units, from the 19,100 units at April 30, 2001.
Historicaly, retail deliveries have been impacted by the rate at which new truck orders are received.
Therefore, in order to manage through the current downturn, the company continually evaluates order
receipts and backlog throughout the year by balancing production with demand as appropriate. In order
to replenish low dealer inventories, output at the company’s Springfield, Ohio, assembly plant will be
increased to 193 units per day from the present 159 units per day beginning in June 2002.
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Reflecting the continued industry-wide decline in new truck orders, the company adjusted its
industry projections for 2002. The company currently projects 2002 U.S. and Canadian Class 5, 6, and 7
medium truck demand, excluding school buses, to be 101,500 units, down from the previous forecast of
112,500 units. Demand for school buses has been lowered by 2,000 units to 26,000 units. Class 8 heavy
truck volume has been raised to 156,000 units from the previous 144,000 units.

The company, through its subsidiary American Transportation Corporation, announced the
creation of a single brand identity for its line of integrated products, the rear engine, front engine and
conventional school buses, which are built at American Transportation Corporation’s Conway, Arkansas
and Tulsa, Oklahoma plants. The new identity, |C Corporation, was unveiled to dedlers of the integrated
school bus product at the annual bus dealer meeting in April 2002.

On June 1, 2002, the company’s collective bargaining contract with the National Automobile,
Aerospace and Agricultural Implement Workers of Canada (CAW) expired. Efforts to negotiate a new
labor contract with the CAW failed, and on June 1, 2002, the CAW struck at the company’s Chatham,
Ontario, heavy truck assembly plant, whose employees are represented by the CAW. At this point the
company believes that the strike will have minimal impact on the company’s financia results because the
company quickly and effectively implemented contingency plans designed to maintain production and
shipment levels to meet the needs of its customers, including increasing premium conventional heavy
truck production at its Escobedo Assembly Plant in Mexico. The CAW represents approximately 800 of
the company’ s active employees in Canada. |f the company fails to continue to effectively implement its
contingency plans, the strike could have a material adverse effect on the company’s results of operations
or financial performance.
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Item 3.

Item 1.

Item 2.

Navistar International Corporation and Consolidated Subsidiaries
Quantitative and Qualitative Disclosures About Market Risk

There have been no material changes in the company’s market risk exposure since October 31,
2001, as reported in the 2001 Annua Report on Form 10-K.

PART Il - OTHER INFORMATION

Lega Proceedings

The company and its subsidiaries are subject to various claims arising in the ordinary course of
business, and are parties to various legal proceedings that constitute ordinary routine litigation
incidenta to the business of the company and its subsidiaries. In the opinion of the company’s
management, none of these proceedings or clams are materia to the business or the financia
condition of the company.

Various claims and controversies have arisen between the company and its current fuel system
supplier, Caterpillar Inc. (Caterpillar), regarding the ownership and vaidity of certain patents
covering fuel system technology to be used in the company's next generation version of diesel
engines. In June 1999, in Federa Court in Peoria, IL, Caterpillar sued Sturman Industries, Inc.
(Sturman), the company’s joint venture partner in developing fuel system technology, aleging
that technology invented and patented by Sturman and licensed to the company, belongs to
Caterpillar. The company believes that Sturman has meritorious defenses to such claims and
intends to continue to cooperate with Sturman to defend this action vigorously. The company
believes that Caterpillar may assert claims against the company regarding other aspects of fuel
system technology to be used in the company's new engines. In January 2002, Caterpillar sued the
company in the Circuit Court in Peoria County, IL, and the company sued Caterpillar in the
Circuit Court in Cook County, IL, each alleging the other breached the purchase agreement
pursuant to which Caterpillar agreed to be the company’s engine fuel system supplier. The
company subsequently dismissed its Cook County, IL, suit against Caterpillar and consolidated its
clams against Caterpillar in the Peoria County, IL, action. The aleged breaches involve
Caterpillar's refusa to supply a new, improved fue system and the company’s subsequent
replacement of Caterpillar as the supplier of such systems for the company’s next generation
version of diesal engines. The company believes that it has meritorious defenses to any such
claims Caterpillar has asserted or may assert against the company and will defend vigoroudy any
such actions. Based upon the information developed to date, the company believes that the
proceedings or clams will not have a material adverse impact on the business, results of
operations or financia condition of the company.

Changes in Securities and Use of Proceeds

Directors of the company who are not employees receive an annual retainer of $50,000, payable at
their election in shares of common stock of the company or in cash. Currently the board of
directors mandates that at least one-fourth of the annual retainer be paid in the form of common
stock of the company. In April 2002, a total of 1,680 shares were issued and receipt of an
additional 569 shares was deferred as payment for the 2002 annual retainer. In each case, the
shares were acquired at $43.935, the fair market value of such shares on the date of acquisition.
Exemption from registration of the shares is claimed by the company under Section 4(2) of the
Securities Act of 1933, as amended.
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Item 2.

Item 4.

Item 5.

Navistar International Corporation and Consolidated Subsidiaries
PART Il - OTHER INFORMATION

Changes in Securities and Use of Proceeds (continued)

In March 2002, the company, through its wholly owned finance subsidiary, Navistar Financial
Corporation (NFC), completed an offering of $220 million in aggregate principal amount of
NFC's 4.75% Subordinated Exchangeable Notes due 2009. The notes are genera unsecured
obligations of NFC and are exchangeable, at the option of the holder, into shares of the common
stock of the company at a conversion price of $55.73. The notes may be redeemed for cash at the
option of NFC after April 1, 2005, at varying redemption prices depending upon the date of
redemption. Interest is payable on the notes semiannually in arrears on April 1 and October 1 of
each year. Theinitia purchasers of the notes were Banc of America Securities, LLC and Salomon
Smith Barney. From the aggregate offering price of $220 million (less a discount of $5,500,000),
NFC received approximately $164,032,000 and the company received approximately $50,468,000
representing the equity optionality component of the offering. The company plans to use the
proceeds from the offering for general corporate purposes. The offer and sale of the notes was
exempt from the registration requirements of the Securities Act of 1933, as amended, pursuant to
Rule 144A promulgated thereunder. On May 7, 2002, the company filed a registration statement
for the resale of the notes and the shares of common stock issuable upon conversion of the notes.

Payments of cash dividends and the repurchase of common stock are currently limited due to
restrictions contained in the company’s $400 million Senior Notes, $250 million Senior
Subordinated Notes and $19 million Note Purchase Agreement. The company has not paid
dividends on the common stock since 1980 and does not expect to pay cash dividends on the
common stock in the foreseeable future.

Submission of Matters to aVote of Security Holders

At the company’s Annual Meeting of Shareowners on February 19, 2002, the following nominees
were elected to the board of directors to serve three-year terms expiring a the 2005 Annua
Meeting of Shareowners and until their successors are duly elected and quaified. There were no
broker non-votes or abstentions with respect to this matter. The results of the voting for the
election of directors were as follows:

Nominee Votes For Votes Withheld
John D. Correnti 49,100,478 807,643
Allen J. Krowe 49,095,330 812,791
William F. Patient 49,094,003 814,118

Accordingly, the three nominees received a plurality of the votes cast in the election of directors at
the meeting and were elected. The names of the remaining directors who did not stand for
election at the Annual Meeting and whose terms of office as directors continued dter such
meeting are Y. Marc Belton, Jerry E. Dempsey, Dr. Abbie J. Griffin, Michael N. Hammes, John
R. Horne, Robert C. Lannert, David McAllister and Southwood J. Morcott.

Other Information

On April 16, 2002, the board of directors approved the appointment of Robert C. Lannert to Vice
Chairman of the board of directors, and Daniel C. Ustian to President and Chief Operating Officer
and director. Together with John R. Horne, who continues as Chairman and Chief Executive
Officer, Lannert and Ustian became members of a newly formed Office of the Chairman.
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Navistar International Corporation and Consolidated Subsidiaries

PART Il — OTHER INFORMATION

Item 6. Exhibits and reports on Form 8K

10-Q Page
@ Exhibits:
3. Articles of Incorporation and By-Laws E-1
4. Ingtruments Defining The Rights of Security
Holders, Including Indentures E-2
10. Materia Contracts E-6

(b) Reports on Form 8K:

A current report on Form 8K was filed with the
Commission on March 15, 2002, in which the company
announced that its wholly owned subsidiary, Navistar
Financia Corporation, intends to issue $200 million in
subordinated exchangeable notes due 2009.
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SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this
report to be signed on its behaf by the undersigned, thereunto duly authorized.

NAVISTAR INTERNATIONAL CORPORATION

(Registrant)

/s Mark T. Schwetschenau

Mark T. Schwetschenau
Vice President and Controller
(Principal Accounting Officer)

June 11, 2002
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EXHIBIT 3

NAVISTAR INTERNATIONAL CORPORATION
AND CONSOLIDATED SUBSIDIARIES

ARTICLESOF INCORPORATION AND BY-LAWS

The following documents of Navistar International Corporation are incorporated herein by reference:

Restated Certificate of Incorporation of Navistar International Corporation effective July 1, 1993,
filed as Exhibit 3.2 to Annua Report on Form 10-K dated October 31, 1993, which was filed on
January 27, 1994, Commission File No. 1-9618, and amended as of May 4, 1998.

The By-Laws of Navigtar International Corporation effective April 14, 1995, filed as Exhibit 3.2 on
Annual Report on Form 10-K dated October 31, 1995, which was filed on January 26, 1996, on
Commission File No. 1-9618.



EXHIBIT 4

NAVISTAR INTERNATIONAL CORPORATION
AND CONSOLIDATED SUBSIDIARIES

INSTRUMENTSDEFINING RIGHTS OF SECURITY HOLDERS,
INCLUDING INDENTURES

The following ingruments of Navistar International Corporation and its principa subsidiary
International Truck and Engine Corporation, and its principal subsidiary Navistar Financial Corporation
defining the rights of security holders are incorporated herein by reference.

4.1

4.2

4.3

4.4

4.5

4.6

4.7

Indenture, dated as of May 30, 1997, by and between Navistar Financial Corporation and The
Fuji Bank and Trust Company, as Trustee, for 9% Senior Subordinated Notes due 2002 for
$100,000,000. Filed on Registration No. 333-30167.

Indenture, dated as of February 4, 1998, by and between Navigtar International Corporation and
Harris Trust and Savings Bank, as Trustee, for 7% Senior Notes due 2003 for $100,000,000.
Filed on Regidtration No. 333-47063.

Indenture, dated as of February 4, 1998, by and between Navistar International Corporation and
Harris Trust and Savings Bank, as Trustee, for 8% Senior Subordinated Notes due 2008 for
$250,000,000. Filed on Registration No. 333-47063.

$200,000,000 Mexican Peso Revolving Credit Agreement dated as of October 20, 1998 as
amended by Amendment No. 4 dated as of October 31, 2001, and renewed on November 27,
2001, among Arrendadora Financiera Navistar SA. de C.V., Sarvicios Financieros Navistar
SA. de CV. and Navisar Comercid SA. de C.V. and Comerica Bank Mexico, SA. The
Registrant agrees to furnish to the Commission upon request a copy of such agreement which it
has elected not to file under the provisions of Regulation 601(b)(4)(iii).

$100,000,000 Revolving Credit Agreement dated as of July 9, 1999 as amended by
Amendment No. 7 dated as of April 25, 2001, among Arrendadora Financiera Navistar SA.
de C.V., Servicios Financieros Navistar S.A. de C.V. and Navistar Comercia SA. deC.V. and
Banco Naciond de Mexico, SA. de C.V. The Registrant agrees to furnish to the Commission
upon request a copy of such agreement which it has elected not to file under the provisions of
Regulation 601(b)(4)(iii).

$300,000,000 Mexican Peso Revolving Credit Agreement dated as of August 10, 1999, and
renewed on November 21, 2001, among Servicios Financieros Navistar SA. de C.V,,
Arrendadora Financiera Navistar S.A. de C.V., Navistar Comercia SA. de C.V. and
Bancomer, SAA. The Registrant agrees to furnish to the Commission upon request a copy of
such agreement which it has eected not to file under the provisons of Regulation
601(b)(4)(iii).

$95,000,000 Forward contract dated as of April 20, 2000 by and between Navistar
International Corporation and Royal Bank of Canada. The Registrant agrees to furnish to the
Commission upon request a copy of such agreement which it has elected not to file under the
provisions of Regulation 601(b)(4)(iii).

E-2



4.8

4.9

4.10

411

4.12

4.13

4.14

EXHIBIT 4 (CONTINUED)

NAVISTAR INTERNATIONAL CORPORATION
AND CONSOLIDATED SUBSIDIARIES

INSTRUMENTSDEFINING RIGHTS OF SECURITY HOLDERS,
INCLUDING INDENT URES

$50,000,000 Mexican Peso Credit Agreement dated as of November 22, 2000, by and
between Servicios Financieros Navistar, SA. de C.V., Arrendadora Financiera Navidtar,
SA. de C.V., Navistar Comercial, SA. de C.V. and Banco Naciona de Obrasy Servicios
Publicos, SN.C. The Registrant agrees to furnish to the Commission upon request a copy of
such agreement which it has elected not to file under the provisons of Regulation
601(b)(4)(iii).

Credit Agreement for $820,000,000 Revolving Credit and Competitive Advance Fecility
dated as of December 8, 2000, between Navistar Financial Corporation, Arrendadora
Financiera Navistar, SA. de C.V., Servicios Financieros Navistar, SA. de C.V. and
Navistar Comercia, S.A. de C.V., as borrowers, lenders party hereto, The Chase Manhattan
Bank as Administrative Agent, Bank of America as Syndication Agent and Bank of Nova
Scotia as Documentation Agent. Filed as Exhibit 10.05 to Navistar Financial Corporation's
Form 10-Q dated March 15, 2001. Commission File No. 1-4146-1.

Guarantee, dated as of December 8, 2000, made by Navistar International Corporation, in
favor of The Chase Manhattan Bank, as Administrative Agent, for the lenders parties to the
Credit Agreement, dated as of December 8, 2000, among Navistar Financia Corporation
and Arrendadora Financiera Navistar, SA. de C.V., Servicios Financieros Navistar, SA. de
CV. and Navisgar Comercial, SA. de CV., the Lenders, Bank of America, N.A., as
syndication agent, The Bank of Nova Scotia, as documentation agent, and the
Adminigtrative Agent. Filed as Exhibit 10.07 to Navistar Financial Corporation’s Form 10-
Q dated March 15, 2001. Commission File No. 1-4146-1.

Indenture, dated as of May 31, 2001, by and between Navistar International Corporation,
International Truck and Engine Corporation and BNY Midwest Trust Company, as Trustee,
for 93/8% Senior Notes due 2006 for $400,000,000. Filed on Registration No. 333-64626.

First Supplement to Indenture, dated as of May 31, 2001, by and between Navistar
International Corporation, International Truck and Engine Corporation and BNY Midwest
Trust Company, as Trustee, for 7% Senior Notes due 2003 for $100,000,000. Filed on
Registration No. 333-64626.

First Supplement to Indenture, dated as of May 31, 2001, by and between Navistar
International Corporation, International Truck and Engine Corporation and BNY Midwest
Trust Company, as Trustee, for 8% Senior Subordinated Notes due 2008 for $250,000,000.
Filed on Registration No. 333-64626.

Note Purchase Agreement, dated as of June 15, 2001, as amended by Amendment dated
August 16, 2001, between International Truck and Engine Corporation and the State of
Wisconsin Investment Board for 9.95% Senior Notes due 2011 for $19,000,000. The
Registrant agrees to furnish to the Commission upon request a copy of such agreement,
which it has elected not to file under the provisions of Regulation 601(b)(4)(iii).

E-3
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4.16

4.17

4.18

4.19

4.20
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EXHIBIT 4 (CONTINUED)

NAVISTAR INTERNATIONAL CORPORATION
AND CONSOLIDATED SUBSIDIARIES

INSTRUMENTSDEFINING RIGHTS OF SECURITY HOLDERS,
INCLUDING INDENTURES

$250,000,000 Mexican Peso Credit Agreement dated as of dly 25, 2001 by and between
Servicios Financieros Navistar SA. de C.V., Arrendadora Financiera Navistar, SA. de C.V.,
Navistar Comercial, S.A. de C.V. and Banco Nacional de Obrasy Servicios Publicos, S.N.C.
The Registrant agrees to furnish to the Commission upon request a copy of such agreement
which it has eected not to file under the provisions of Regulation 601(b)(4)(iii).

First Supplement to Indenture, dated as of August 22, 2001, by and between Navistar
International Corporation, International Truck and Engine Corporation and BNY Midwest
Trust Company, as Trustee, for 93/8% Senior Notes due 2006 for $400,000,000. Filed as
Exhibit 4.19 to Annua Report on Form 10-K dated December 18, 2001. Commission File
No. 1-9618.

Second Supplement to Indenture, dated as of August 22, 2001, by and between Navistar
International Corporation, International Truck and Engine Corporation and BNY Midwest
Trust Company, as Trustee, for 8% Senior Subordinated Notes due 2008 for $250,000,000.
Filed as Exhibit 420 to Annua Report on Form 10-K dated December 18, 2001.
Commission File No. 1-9618.

$30,000,000 Revolving Credit Agreement dated as of October 25, 2001, among Arrendadora
Financiera Navistar SA de C.V., Servicios Financieros Navistar SA. de C.V., Navistar
Comercial S.A. de C.V. and Export Development Corporation. The Registrant agrees to
furnish to the Commission upon request a copy of such agreement which it has elected not to
file under the provisions of Regulation 601(b)(4)(iii).

$500,000,000 Mexican Peso Medium Term Promissory Notes Program issued November 22,
2001, by Servicios Financieros Navistar S.A. de C.V. and placed in the market by the
intermediate underwriter Casa de Bolsa Citibank, S.AA. de C.V. The Registrant agrees to
furnish to the Commission upon request a copy of such agreement which it has elected not to
file under the provisions of Regulation 601(b)(4)(iii).

Navistar International Corporation Restated Stock Certificate filed as Exhibit 4.20 © Form
10-Q dated March 11, 2002. Commission File No. 1-9618.

Indenture, dated as of March 25, 2002, by and among Navistar Financial Corporation,
Navistar International Corporation and BNY Midwest Trust Company, as Trustee, for
Navistar Financial Corporation's 4.75% Subordinated Exchangeable Notes due 2009 for
$220,000,000. Filed as Exhibit 4.1 to Form S3 dated May 7, 2002. Registration No. 333-
87716.

E-4



EXHIBIT 4 (CONTINUED)

NAVISTAR INTERNATIONAL CORPORATION
AND CONSOLIDATED SUBSIDIARIES

INSTRUMENTSDEFINING RIGHTSOF SECURITY HOLDERS,
INCLUDING INDENTURES

422 Registration Rights Agreement, dated as of March 25, 2002, by and among Navistar
Financia Corporation, Navistar International Corporation, Salomon Smith Barney, Inc. and
Banc of America Securities, LLC. Filed as Exhibit 4.2 to Form S3 dated May 7, 2002.
Registration No. 333-87716.

4.23 $120,000,000 Mexican Peso Revolving Credit Agreement dated as of February 27, 2002,
among Arrendadora Financiera Navistar, SA. de C.V., as borrower, and Naciona Financiera,
S.N.C., aslender. The Registrant agrees to furnish to the Commission upon request a copy
of such agreement which t has elected not to file under the provisions of Regulation
601(b)(4)(iii).

4.24  $120,000,000 Mexican Peso Revolving Credit Agreement dated as of February 27, 2002,
among Servicios Financieros Navistar, SA. de C.V., as borrower, and Naciona Financiera,
SN.C, aslender. The Registrant agrees to furnish to the Commission upon request a copy
of such agreement which it has elected not to file under the provisions of Regulation
601(b)(4)(iii).

Instruments defining the rights of holders of cther unregistered long-term debt of Navistar and its
subsidiaries have been omitted from this exhibit index because the amount of debt authorized under
any such instrument does not exceed 10% of the total assets of the Registrant and its consolidated
subsidiaries. The Registrant agrees to furnish a copy of any such instrument to the Commission upon
request.



EXHIBIT 10

NAVISTAR INTERNATIONAL CORPORATION
AND CONSOLIDATED SUBSIDIARIES

MATERIAL CONTRACTS

The following documents of Navistar International Corporation and its affiliate Navistar Financial
Corporation are incorporated herein by reference.

10.36 Navistar 1998 Non-Employee Director Stock Option Plan, as amended. Filed as Exhibit 10.1
to Form S8 dated April 23, 2002. Registration No. 333-86754.

10.37 Indentrure dated as of April 30, 2002, between Navistar Financial 2001-B Owner Trust and
The Bank of New Y ork, as Indenture Trustee, with respect to Navistar Financia 2001-B Owner
Trust. Filed on Registration No. 333-62445 and 333-67112.



